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REF: A) CARACAS 5572; B) QUITO 4030 

SINCE ECUADOR ALREADY COLLECTS A 16 PERCENT ROYALTY ON CRUDE 
PRODUCTION, IT PLANS TO ADOPT ALTERNATIVE MEANS TO INCREASE 
GOVERNMENT TAKE BY AN AMOUNT EQUIVALENT TO THE 2 PERCENT 
INCREASE IN ROYALTY AGREED IN THE OPEC MEETING IN QUITO. 
MINISTRY OF FINANCE IS STUDYING VARIOUS ALTERNATIVES. 

TWO POSSIBILITIES HAVE BEEN MOOTED. ONE IS AN INCREASE 
IN THE 44.4 PERCENT INCOME TAX; THIS MIGHT COME OUT AS 
A GENERAL MEASURE APPLICABLE TO ALL CORPORATIONS IN 
ECUADOR. ANOTHER IS AN INCREASE IN THE 15 PERCENT EXPORT 
TAX APPLICABLE TO CRUDE PETROLEUM. IN DISCUSSION WITH 
EMBOFF, STATE OIL COMPANY (CEPE) MANAGER RENE VARGAS. 

USED A FIGURE OF ELEVEN CENTS PER BARREL AS THE TARGET 
FOR INCREASED GOVERNMENT TAKE. THIS IS THE NET INCREASE 
IN GOVERNMENT TAKE PER BARREL OF EQUITY OIL THAT WOULD 
RESULT FROM A 2 PERCENT INCREASE IN ROYALTY ON ARABIAN 
LIGHT MARKER CRUDE. HE DESCRIBED OPEC'S DECISION ON 
PRICES AS A CONTRIBUTION TO THE TRANQUILLITY IN PETROLEUM 
MARKET AND TERMED TAX INCREASE A SMALL ONE WHICH CONSUMER 
GOVERNMENTS SHOULD NOT ALLOW PETROLEUM COMPANIES TO PASS 
ON. HE INSISTED THAT TEXACO AND GULF ARE MAKING ABSOLUTE 
MINIMUM OF $1.40 PROFIT PER BARREL OF ECUADOREAN CRUDE, UP 
FROM 40 CENTS WHEN EXPORTS BEGAN IN 1972. WHILE WE SUSPECT 
THAT THE COMPANIES WOULD DISPUTE VARGAS CALCULATION, WHICH 
IS BASED ON HIS OWN ASSUMPTIONS ABOUT PRESENT TRANSFER AND 
THIRD PARTY PRICES, IT IS INTERESTING AS AN INDICATION OF 
HOW MUCH FAT THE GOE MAY BELIEVE AWAITS TRIMMING. 
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